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interest expense resulting from the financings (including refinancing's). The calculation 

of the net interest adjustment is shown on page 2 of Schedule LDG-2. The second 

adjustment records the changes to depreciation and property taxes resulting from the 

Plan. The third adjustment records changes to income tax expense resulting from the 

additional interest expense, assuming an effective combined federal and state income tax 

rate of 39.6%. 

Please explain Schedule LDG-3 entitled "Pro Forma Capital Structure for 

Ratemaking Purposes for the Twelve Months Ended December 31, 2014". 

Schedule LDG-3 illustrates the PWW' s pro forma total capitalization as of December 31, 

2014, which is comprised of common equity and long term debt including the changes 

resulting from indebtedness issued under the proposed financing. 

Please explain the pro forma adjustments on Schedule LDG-3. 

Schedule LDG-3 contains one adjustment. The adjustment reflects the elimination of the 

Municipal Acquisition Regulatory Asset ("MARA") and the related equity as of the date 

of the Nashua acquisition in accordance with the modified ratemaking method authorized 

under Order No. 25,292 in DW 11-026.] 

Please explain the forecast data presented on Schedule LDG-4. 

Schedule LDG-4 sets forth a long-term financial projection of PWW over a 21-year 

period from 2015 to 2035, based on estimates and assumptions, and reflecting the effects 

of the financings contemplated by the proposed financings. The projection has three 

components: (1) a Cash Flow Component; (2) a Profit Loss Component; and (3) a 

Balance Sheet Component. This projection has been used by PWW, working with TD 

Securities, to assess the impacts of the proposed borrowings. This projection 
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demonstrates that, based on reasonable assumptions and projections regarding numerous 

variables including future revenues, weather patterns, rates, inflation, interest costs, 

operating expenses, capital expenditures, renegotiation of existing debt arrangements, and 

establishment of new or refinanced debt arrangements, that PWW will continue to be able 

to provide necessary water service at reasonable revenue requirements and with 

satisfactory financial performance measures following issuance of the debt obligations 

contemplated by the proposed financing. Specifically, with respect to interest rates, this 

projection makes the conservative assumption that the Refinancing Bonds and the 

Construction Bonds would be issued at an interest rate of 5.5 percent. While PWW has 

made this assumption for purposes of this long-term financial projection, PWW notes 

that, based on current market conditions prevailing at the time of this testimony, bonds 

with terms and conditions similar to the Refinancing Bonds and the Construction Bonds 

could be issued currently at rates lower than 5.5 percent. Furthermore, this long-term 

projection demonstrates that the proposed financings are consistent with the assumptions 

supporting the approval by this Commission of the City ofNashua's acquisition of 

Pennichuck in DW 11-026 and Order No. 25.929. 

PUBLIC GOOD FINDING AND CONCLUSION 

Do you believe that the issuance of up to $25,500,000 in aggregate tax-exempt bonds 

as contemplated by the proposed financing is consistent with the public good? 

Yes. As described earlier in this testimony, the proposed financing is consistent with the 

public good because it will: 

(1) refinance existing bonds with new bonds that have repayment terms and financial 

covenants that are aligned with the capital structure requirements of PWW as it is 
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now ultimately owned by the City of Nashua, thereby mitigating future financing 

repayment, interest rate and covenant risks; 

finance a necessary construction project using long-term debt with favorable 

interest rates and maturities that are aligned with the useful lives of the funded 

capital asset; and 

generally improve the capitalization of PWW consistent with the assumptions 

underlying the Commission's Order No. 25,292 (Approving Acquisition and 

Settlement Agreement) and without a material adverse impact on customer rates, 

based on reasonable projections. 

Mr. Goodhue, does this conclude your testimony? 

Yes, it does. 
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